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Abstract 
Giving the fact that services as a trade instrument have become quite crucial and critical in the growth of economies in many 
nations, the research associated with measuring the competiveness in services are limited, especially for developing countries 
such as Turkey. The aim of this study is to investigate the competitiveness of the selected services in Turkey in comparison with 
the EU and the selected EU countries based on three comparative advantage indices. In this context, three different revealed 
comparative advantage indices were utilised in a combined way using import and export figures of six service sectors for the 
period of 2000-2010. The results indicate that strong comparative advantages exist for Turkey in construction, tourism and 
transportation sectors. Although Turkish financial and insurance and communication and computer-information sectors appear to 
be weak compared to EU, there is a substantial potential for improvement in these sectors.   
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1. Introduction 
Although it might be difficult to find a consensus on a clear definition of services in the related literature, a broad 
range of characteristics associated with services exist to distinguish services from goods. Services include 
heterogeneous group economic activities where the production and the consumption are occurred at the same time. 
The principal outputs of services are mainly in tangible form and they are not storable but can be accessed remotely 
as opposed to goods (Ekinci, 2008; Seyoum, 2007). In recent times, the dynamic forces of globalisation and the 
emergence of the knowledge based economy has made the service sector and trade in services the leading sector and 
the engine of growth, particularly in developing economies such as Turkey. The growth in the volume of trade in 
services among economies of the world has outperformed the growth in total trade in recent years. The statistics 
reported by UNCTAD in 2001 clearly show that service sector has been growing rapidly throughout the world. 
Service sector doubles itself for every decade in the World and EU. The export of services in the world in 1980 was 
lars. However, after 
a decade the same figures were risen up to almost 826 and 873 billion dollars, respectively. Although there has been 
a dramatic surplus in service trade of Turkey, since 1980s, Turkey has managed to catch up the rest of the world in 
terms of the service trade growth. Apart from the fact that the service export rates of Turkey in comparison with 
World and EU in 1980s were below %0.5, these figures have substantially increased until the year of 2000 and the 
increase has become stable after that year.  
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Giving the fact that services as a trade instrument have become quite crucial and critical in the growth of 
economies in many nations the research associated with measuring the competiveness in services are limited. In 
particular, assessing comparative advantages of different nations has become of great importance as there are only 
few empirical research exist in the current body of the literature. To contribute the current literature within this 
context, this paper aims at investigating the competitiveness of selected services in Turkey compared to overall EU 
average and select EU countries. Through the investigation the focus was given on six particular service sectors 
(transportation, travel, construction, financial services and insurance, communications and IT services, and personal, 
cultural and recreational services) as the comparable data were available in those sectors for conducting the 
research.  
The rest of the study is organized as follows: A review of current literature in particular the empirical work on 
competitiveness in services is provided in Section 2.  Section 3 describes the methodology followed by this study 
while in Section 4 empirical findings are provided. Section 6 concludes the articles with recommendations for policy 
makers. 
2. Recent Studies on Competitiveness in Services 
There are a few empirical works regarding the competitiveness of services. The review has been done by 
focusing only on the articles that include Turkey as a comparative object. When carefully examining the empirical 
studies, one can easily see that all of these studies took into account the classification accepted by IMF, BPM. 
Similarly all the work being conducted was published after 2005, although the period of these work starts since 
1980s. This stems from two reasons. The first one is the interest on competitiveness of the nations had started after 
2000 (Porter, 1998). Second one is the fact that the trade data in services has become publicly available for 
conducting this type of research after 2000. Also, the main source of these prevalent data is accessible in the form of 
BPM classification. The majority of these empirical studies utilised Revealed Comparative Advantages (RCA) 
indices in order to examine the competitiveness in services, except the work conducted by Eurostat (2008), which 
focused on services in general, especially in transport and travel services, and analysed the pairwise comparison of 
EU and Mediterranean partner countries in terms of some descriptive statistics associated with the services, ie., 
foreign direct investments.  
Amongst the work being conducted using RCA indices, Seyoum (2007) analysed the competitiveness of 
business, financial, transport, and travel services in developing countries in comparison with the World. The results 
showed that important comparative advantages exist for many developing countries in transport, and travel services, 
and there is substantial room for improvement in financial and business services. According to his findings, Turkey 
showed revealed comparative advantages in business, travel, and transport services. Hisanaga (2007) investigated 
the comparative structure of U.S. international trade in services compared to the World, U.K., France, Greece, 
Turkey, Germany, Japan, Ireland, Russia, China, P.R. Mainland. The investigation results indicated that U.S. 
consistently had a comparative advantage in knowledge-based services. Kuznar (2007) examined the international 
trade in services, particularly the position of developing countries. His results indicated that low and middle income 
economies are competitive in services trade, especially in labour intensive activities. The study conducted by 
Mohammadi and Yaghoubi (2008) focused on developing countries to determine which countries possibly have a 
comparative advantage in the export of e-services and why. They analysed competitiveness in computer and 
information, financial, transportation, and travel services. Their results highlighted that many developing countries 
have revealed comparative advantages in travel/tourism and transport services. Fourie and Fintel (2009) provided a 
snapshot of the 2005 country rankings of service exporters. They included 147 countries in their analysis by 
focusing on ten sectors. According to their results, Turkey has a strong comparative advantage in travel, 
construction, personal, cultural, and recreational service exports. 
Although it is possible to see some research on the competitiveness of Turkey in service sectors, the current 
literature can be considered as limited in terms of the details of the analyses being done in them and the implications 
of these researches could provide for policy makers in Turkey. Also, the latest research in this context may not be 
considered up to date with regards to the data they contain. Therefore, there is a need for a recent study, which 
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embodies a detailed examination on measuring the competitiveness of Turkey in comparison with EU to obtain 
more practical results with managerial implications. The next section provides detailed information regarding the 
method being followed within the scope of this study. 
3. Methodology  
Although different approaches are available to use in explaining competitiveness of a nation, within the scope 
this study, in order to measure the comparative advantages three Revealed Comparative Advantage (RCA) 
indicators were utilised. The term revealed comparative advantage is first proposed by (Balassa, 1965, 1977) and it 
has been widely accepted by the corresponding authorities as an indicator of international competitiveness. The 
fundamental idea behind RCA is the law of comparative advantage which takes into account the relative trade 
(import/export) of a country for a good or group of goods (Makato Hisanaga, 2007). However, the existing literature 
provides sufficient discussions and proves on the applicability of RCA in international trade in services (Deardorff, 
1985; Hindley & Smith, 1984; Makoto Hisanaga, 2008; Igawa, 1997; Langhammer, 2004). Although different 
versions of RCA were studied in the related literature, three basic comparative advantage indices were utilised 
within the scope of this study. Information about calculating these indices can be found in Balassa (1965, 1977). 
 
Table 1. The service sectors investigated 
 
Sector Name BPM Sectoral Code 
Transportation 205 
Tourism (Travel and Cultural-Recreational Activities) 236, 287 
Financial and Insurance 253, 260 
Communication and Computer-Information 245, 262 
Construction 249 
 
In this study, service sector is classified based on Extended Balance of Payments Services (EBOPS). Table above 
shows the sector group numbers for related sectors that were taken into account for analysis. The indices mentioned 
above were used to compare T , 
which is the 16 countries of EU, and leading countries in services sector which are Germany (DE), France (FR), 
Italy (ITA), United Kingdom (UK), Belgium (BE), Netherlands (NL) and Spain (ES). To evaluate the 
competitiveness of the service sectors the import and the export figures from 2000 to 2010 of these counties were 
acquired. The data was obtained from World Bank and OECD International Trade databases. 
4. Empirical Findings 
The average values for the period of 2000-2010 comparative advantage indices of Turkey in comparison with the 
selected European countries and group of EU16 countries are considered. Since the aim was to investigate 
competiveness of Turkey against the main EU countries in certain service sectors, the analyses were done by 
investigating each comparative advantage index separately and looking at them simultaneously. The most significant 
findings of the analyses were summarised as follows: 
Transportation 
With regards to the comparative advantage based on export values, Turkey has competitive advantage over Italy, 
United Kingdom, and Spain in contrary to the other countries and the EU16.  However, there seems to be no 
comparative advantage exists for Turkey based on import and relative trade indices. When all three indices were 
taken into account simultaneously Turkey does not possess any advantage over any European country. Having 
analysed the initial (2000) and the final (2010) values of RCA indices, Turkey has changed its competitiveness 
status from being disadvantageous to advantageous in comparison with Italy, United Kingdom, and Spain. But as for 
RMA index is concerned, Turkey has lost its comparative advantage against Spain.  
 
 
 
 
 EU16 Countries: Austria, Belgium, Cyprus, Finland, France, Germany, Greece, Ireland, Italy, Luxemburg, Malta, Netherlands, Portugal, Slovak 
Republic, Slovenia, Spain. 
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Table 2. Compiled summary of the comparative advantages 
 
Sectors/Indices RCA (Comparative Export 
Advantage) 
RMA (Comparative Import 
Advantage) 
RTA (Relative Trade 
Advantage) 
Prominen
t EU 
countries Advantage 
(s) 
Disadvantage
(s) 
Advantage 
(s) 
Disadvantage
(s) 
Advantage 
(s) 
Disadvantage 
(s) 
Transportation (22% of 
total services export) 
UK, ITA, 
and ES 
DE, BE, FR, 
and NL 
- All EU 
countries 
- All EU 
countries 
DE, BE, 
and FR 
Tourism (63% of total 
services export) 
All EU 
countries 
- Other EU 
countries in 
Travel 
subsector 
 
ES and NL in 
Travel 
subsector 
 
All EU 
countries in 
Cultural-
Recreational 
Activities 
subsector 
Other EU 
countries in 
Travel 
subsector 
 
Other EU 
countries in 
Cultural-
Recreationa
l Activities 
subsector 
ES in travel 
subsector 
 
UK in 
Cultural-
Recreational 
Activities 
subsector 
FR, ES, 
ITA, and 
DE 
Financial and Insurance 
(4% of total services export) 
FR and NL Other EU 
countries 
- All EU 
countries 
- All EU 
countries 
UK, DE, 
and BE 
Communication and 
Computer-Information  
(14% of total services 
export) 
- All EU 
countries 
All EU 
countries 
- Other EU 
countries 
DE, UK, and 
BE 
UK, DE, 
FR, and 
BE 
Construction (3% of total 
services export) 
Other EU 
countries 
DE Other EU 
countries 
UK All EU 
countries 
- DE, NL, 
and FR 
 
Tourism 
Travel and cultural-recreational activities subsectors seem to be quite lucrative for Turkey as its revealed 
comparative advantages against all of the European countries were found to be greater than one. This competitive 
advantage is also valid for import figures except when the comparison is made to Netherlands and Spain. When the 
change in these values are observed in travel subsector, there is a positive advantage trend compared to Italy (based 
on export) and Spain (based on import and relative trade). As far as cultural-recreational activities are concerned, 
France, Spain, Belgium, Italy (import) and Netherlands (both import and relative trade). 
Financial and Insurance 
Even though Turkey has comparative advantages against France and Netherlands this appears to be opposite 
compared to all other European countries based on the export trade index.  In addition to that, Turkey has no 
comparative advantage over any EU countries based on import and relative trade indices. When the change is 
scrutinised during the period of 2000-
increased against France, however the status based on the import has changed negatively in comparison with 
Belgium. 
Communication and Computer-Information   
The average values indicate that Turkey has no comparative advantage over any EU country based on export and 
relative trade indices. Nevertheless, based on the import figures Turkey has comparative advantages against all the 
European countries.  As for the change between the years 2000 and 2010, Turkey has changed its position to being 
advantageous against Spain in both export and relative trade indices, but lost its advantageous position to France in 
import index. 
Construction 
Except Germany (for export index) and United Kingdom (for import index) Turkey has comparative advantage 
over almost all of the European countries based on all three indices. Over the years, the advantageous status of 
Turkey against Spain has increased (import), but the outlook appears to turn into negative in comparison with 
Germany (export). 
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5. Conclusion and Future Work 
Existing body of literature on measuring the competiveness in services for developing countries, particularly for 
Turkey, has lack of comparative studies. In order to fill this gap, this study was conducted by focusing on 
competitiveness of the selected services in Turkey in comparison with the EU and the selected EU countries. Import 
and export figures of selected countries in six service sectors were taken into consideration between the years 2000 
and 2010. When the results were examined the following discussions can be made.  
First, even though Turkey has increased its export performance and relative competitiveness status in 
transportation sector for the last ten years, it might be hard to conclude that Turkey possess a very strong 
competitive advantage over selected European countries. Second, both in travel and cultural-recreational subsectors, 
Turk
Third, the comparative advantage of Turkish financial and insurance sector does not appear to be very good. Fourth, 
as far as the communication and computer-information sector is concerned, although import figures of Turkey look 
promising but current competitiveness status based on the export and the net trade does not appear to be well. Fifth, 
in construction industry Turkey has a strong comparative advantage over the selected EU countries and EU overall.  
Although this study sheds a light on the competitiveness of certain Turkish service industries in comparison with 
selected European countries it also has few limitations which could be considered as areas for future work. First, the 
sectors being chosen in this study could have been investigated in detail however due to the availability problem of 
trade data at sub-sectoral level this could not been achieved. Therefore, as more detailed data becomes available a 
future work may repeat the analyses for different service sub-sectors. This future work can also perform the 
examination for other comparative advantage indices. Second, with regards to validity issue this study might lack of 
certain analyses, therefore further work can be conducted in order to assure a certain degree of validity through 
consistency tests.   
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